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Current Trends 


Both the House and Senate have approved the Conference Report on the Housing 
and Community Development Act of 1977... and it has gone to the White House for Presi- 
dential action. 


Short-term interest rates continue to rise...but this trend has not as yet had any 
noticeable effect on mortgage loan rates. The Fed has raised the short-term Federal fund 
rates from 6-1/8 to 6-1/4 percent. Recent Jreasury bill sales showed a rise from 5.95 to 6 
percent on 3-month bills. Rates on the 13-week bills eased up to 5.982 from 5.851... the 
highest rate since October 1975. 


Reports from various parts of the country show a softening in residential sales prices. 
According to some sources... the trend is only barely perceptible. .. and does not represent 
a signal that a general decline is beginning. .. but sales volumes have slowed in such widely 
separated places as California, Long Island, N.Y., and the Philadelphia area. . . with possibly a 
3 to 4 percent drop in prices in recent weeks. A number of real estate executives have 
expressed the view that ‘an eventual leveling off of prices is near at hand.” Along with 
recent reports of a buildup in new home inventories. ..an easing of the sharp incveases of 
the past several months is not unlikely. 


The Commerce Department’s monthly Index of Leading Economic Indicators for 
August showed an .8 percent increase over July. .. which is considered good news by most 
analysts. Of the 10 components of the ‘/ndicators’. . . the largest increase was recorded in the 
contracts and orders for plant and equipment category. . . believed by many economists to be 
the most important element in forecasting future economic growth. 


* 


Briefings on 1977 Legislation Scheduled 


HUD will conduct eight 1-day briefings on the Housing and Community Development 
Act of 1977 in major cities across the country from October 27 to December 1. Members of 
HUD staff will present a thorough overview of the 1977 Act in each session. . . and there will 
be workshops on Urban Development Action Grants; the impact of the Act on small cities; 
changes in the basic Block Grant Program; and changes in Housing programs. 


Invitations to attend are being sent to key organizations and groups throughout the 
country. The public is invited to attend. Those wishing to attend will please notify the 
contact person whose name is shown for the city involved. 


The schedule is: 


Baltimore 

Boston 

New York City 
Atlanta 

Chicago 

Kansas City (Mo.) 
Dallas 

Los Angeles 


October 27 
November | 
November 4 
November 8 
November 10 
November 15 
November 18 
December 1 


Ina Singer 

Bob LaPlante 
William Rose 
James Long 
James Zale 

Emil Huber 
Paul DesRochers 
Gilbert Mesa 


(301) 962-4276 
(617) 223-4066 
(212) 264-4704 
(404) 881-4927 
(312) 353-5950 
(816) 374-3192 
(214) 749-7406 
(213) 688-5973 





Under Secretary Outlines National Urban Policy 


In the keynote address to the 38th National Convention of the National Association 
of Housing and Redevelopment Officials in Minneapolis... HUD Under Secretary Jay Janis 
stated some basic conclusions for developing a national urban policy to help cure the ills of 
America’s ailing cities. 


Mr. Janis said the Carter Administration refuses to accept the diagnosis of “latter day 
Cassandras who predict that the cities are doomed to die anyway... and it would be sensible 
simply to unplug the respirators and let nature take its course.” 


“We have taken a different view,” he said. “We believe this Nation must not walk 
away from its cities, leave their problems unsolved, cut their life lines and build new cities 
elsewhere.” 


A full blown urban strategy...Mr. Janis said...must await the report of the 
Interagency Urban and Regional Policy Group headed by HUD Secretary Harris. He predicted 
the report will be ready in time for President Carter’s State of the Union Message. 
Meanwhile. . . he identified seven of the conclusions already drawn by the Secretary and her 
staff. Among them were: 


@ A commitment to revitalize the cities. 


@ Backing that commitment with concrete efforts to promote the economic develop- 
ment of cities, such as the new Urban Development Action Grant Program. 


@ Housing must be regarded as a key tool of urban revitalization and must be linked 
to the city’s plans for its urban revitalization activities. Therefore, the national policy must 
include large-scale subsidies for new construction and substantial rehabilitation in urban 
areas. 


@ Encouraging middle-income people to move back into the cities. These new ‘urban 
pioneers’ will be ‘as essential to the revitalization of the cities in 20th century America as 
were the earlier pioneers to the development of the West in 19th century America,” he said. 


@ The need to preserve existing neighborhoods. Ways must be found to keep from 
uprooting lower-income families in the core cities, including urban homesteading, subsidies 
for existing units, tax abatement and support for neighborhood organizations. 


@ Freedom of opportunity for all Americans to choose where they will live and work, 
whether in the central city, the suburbs, or the countryside. 


@ Increasing the capacity of communities and neighborhoods to achieve revitalization. 


The Under Secretary pointed to the need for urban dollars to support an urban 
policy. ..and he said the commitment to revitalize the cities must go on “not for 4 years, 
not for 8 years, but until the job is done.” 


Mr. Janis listed a number of reasons why an all-out effort should be made to save the 
cities, among them the energy crisis, the relative cost of repairing old structures as against 
building new ones, as well as the historical perception of the cities as the stepping stones of 
civilization. 


“The cities are often dynamic places,” he said, ‘offering amenities and cultural 
activities that cannot be found in suburban areas. To that extent, the love affair that I and 
millions of other Americans have with the American city should be allowed to mature and 
ripen into a long-term relationship. 


“No nation has grown great on the basis of a totally pastoral economy. Cities are 
vital as places of commerce and industry, and I am convinced that the greatness of America 
will turn, in years to come, on the greatness of its cities.” 





Home Insulation Shortage Worsening 


A September 27 article in the Wall Street Journal reports on the current shortages of 
insulating material and insulation-blowing machines. The following excerpts from the article 
indicate how serious the problem is. 


Waiting for insulation has already become a serious bottleneck for builders. At 
Winslow Homes, Inc., in Cleveland, 3-week delays have become typical because of the 
insulation shortage. While other builders, like U.S. Homes Corporations Houston unit, are 
keeping deliveries on time, it is only at the expense of paying retail prices when their own 
supplies run short. A recent survey showed that builders are paying 17.2 percent more for 
insulation than a year earlier. 


Builders fear that the insulation shortage, coming on top of other supply problems 
and record lumber prices, may stymie the current building boom. Partly because of the 
boom, often-critical local shortages of such materials as bricks, wallboard, concrete ana 
plumbing fixtures are also delaying builders, raising their costs. And prices of lumber, of 
which there isn’t a shortage, surged 20 percent in August alone and are 40 percent above 
year-earlier prices, according to the National Association of Home Builders. ““This is the most 
serious supply problem we’ve ever faced,’ says Michael Sumichrast, the Association’s chief 
economist. 


The high level of housing construction is one cause of the insulation shortage. Since 
last March, housing starts have run at annual rates of 1.9 million to more than 2 million 
units, well above the levels of recent years. Housing production for all 1977 is expected to 
total 1.9 million units, up 20 percent from 1976 and up 60 percent from 1975. Moreover, 
builders are putting more insulation into new houses than ever. The average new house this 
year will have about 700 pounds of insulation, from 500 pounds in 1967, according to 
Owens-Corning Fiberglas Corp. The giant insulation maker predicts that the average new 
house built in 1980 will have 900 pounds. Added to that, demand from consumers. 


Surveys of homeowners indicate a startling increase in such activity. In the first 6 
months of 1977, insulation was added to about 3 million existing houses, according to 
Owens-Corning. This was up sharply from the 750,000 in the first half of 1976 and the 2.5 
million in all 1976. (A surge in reinsulation typically comes in autumn as construction peaks 
and homeowners prepare for winter.) An average of 2.7 million houses were reinsulated in 
each of the last 3 years, the concern says. 


The shortage may worsen in the next few months. If Congress, as expected, votes a 
tax credit or a Government-backed lcan program to encourage homeowners to add insulation, 
observers believe that consumer demand will rise even more. Meanwhile, makers of glass 
fiber, which requires large quantities of natural gas to produce, are worried that they won’t 
get enough gas this winter. 


* 


No Flood Insurance Interruption 


Insurance agents, lenders, and Federal monetary agencies have been given further 
assurance that there will be no interruption of the National Flood Insurance Program when a 
new contract is signed for the servicing, marketing, and claims settlement of federally- 
subsidized Flood Insurance. 


Secretary Harris said in a letter to concerned organizations and officials that she has 
organized a special team to work in the coming months to ensure continuity of management 
operations. 


HUD’s Federal Insurance Administration began seeking proposals on July 21 from 
insurance companies and other private sector concerns for the servicing, marketing, and claim 
settlement of federally-subsidized flood insurance. HUD is now evaluating responses to the 
request... and a new contract will soon be signed to assure continuation of flood insurance 
coverage. 





HUD Makes Lower-Income ‘Bonus’ Grants 


HUD has made grants totaling $1,217,269 to seven localities to promote housing for 
lower-income families outside lower-income neighborhoods as part of its drive to expand 
areawide housing opportunity plans. 


The funds. ..considered ‘Bonus’ Discretionary Community Development 
Grants... will support cooperative efforts between areawide planning organizations and 
participating jurisdictions. 


The localities are: Arlington County, Va., $175,000; Victorville, Calif., $158,280; 
Kettering, Ohio, $157,140; Seattle/King County, Wash., $350,000; Golden Valley, Minn., 
$90,000; Robbinsdale, Minn., $152,105; Decatur, Iowa, $134,744. 


Eligibility for these grants are limited to jurisdictions within the boundaries of seven 
areawide planning organizations selected by HUD to receive $20 million in bonus Section 8 
Rental Subsidy funds, and $475,000 of supplemental Comprehensive Planning Assistance 
Grants (Section 701), on the basis of the quality of their Housing Opportunity Plans. 


The seven recipients were selected from among 25 loan jurisdictions which had 
applied for the discretionary Community Development Block Grants. 


The criteria for selection. . . published in the Federal Register June 24. . . included the 
degree to which applications met the objectives of the housing opportunities program to 
provide a broader geographical choice of housing outside of areas with heavy concentration 
of low-income or minority households. Another standard for selection was the expected 
increase in the supply of housing which would become newly available to these lower-income 
persons. 


HUD is setting aside a second round of Community Development ‘Bonus’ funds. 
Regulations governing selection of additional Housing Opportunity Plans and jurisdictions to 
receive the bonus housing, planning, and Community Development money will be announced 
shortly. 
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